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than its face value and at the same time providing a market for those bond-
holders who wish to sell. The same can be said of serial bonds which can
also be purchased in the open market. In other words, every argument that
can be made for sinking-fund bonds that really provide for the redemption
of the bonds can be used in favor of serial bonds. In addition, serial bonds
possess advantages, already described, that are not present in the use of
sinking-fund bonds.

QUESTIONS AND SUGGESTIONS

1.  Do all corporations expect to reduce their outstanding debt when a bond issue
matures?  Explain.

2.  How do railroads differ from industrials in their debt-extinction practices?

3. \vimt ^proportion of industrial bonds carry sinking-fund provisions?

4.  What methods of extinguishing debt are available to corporations?

5.  List the purposes of redeeming bonds before maturity.

6.  What are the possible sources of funds for the redemption of bonds?

7.  What are sinking-fund bonds?  What are the reasons for building up a sinking
fund?  How should sinking funds be administered?  Why?

8.  Differentiate between a reserve and a fund.  What are the effects of a bond
sinking fund?

9.  What may determine the size of annual installments set aside in the sinking fund?
Which do you recommend?  Why?

10.  In the investment of sinking funds, what tests should be used?  What is the
ideal investment for sinking funds?

11.  What methods may be used to purchase bonds for sinking funds?

12.  Are funds invested in additions and betterments adequate substitutes for a
sinking fund?  Explain.

13.  How may tax laws influence title operation of a sinking fund?

11 What is an mtormal waiver of sinking-fund payments?   Who knows about it?
What is a formal waiver?  How is it obtained?

15. What are the remedies of bondholders who object to a waiver of sinking-fund

16.  What kinds of advantages are sometimes traded to bondholders in return for a
sinking-fund waiver?
17.  What kinds of aids to sinking funds are sometimes used?
18.  How do serial bonds differ from sinking-fund bonds?  How can a corporation
with serial bonds outstanding meet its bond requirements in lean years?
19.  As a corporate official, would you prefer a sinking-fund bond or a serial-bond
issue?   As an investor, would your answer be the same?  Explain.
SUPPLEMENTARY READINGS
See end of Chap. XV.
SUBJECTS FOR INVESTIGATION
1 From a recent edition of any manual, find five sinking-fund bonds. Which of the
corporations that issued these bonds carry sinking-fund reserves on their balance sheets?
Are the sinking funds adequate for the purpose of retiring the bonds at maturity?
2. With respect to any one of the above bonds, suggest five specific kinds of invest-
ment for the sinking fund and tell which one you recommend. Why?
8. Find five examples of serial bonds.